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Nor does uncompensated care costs in-
clude bad debt or payer discounts re-
lated to services furnished to individ-
uals who have health insurance or
other third party payer.

(16) Total annual uncompensated care
costs. The total annual uncompensated
care cost equals the total cost of care
for furnishing inpatient hospital and
outpatient hospital services to Med-
icaid eligible individuals and to indi-
viduals with no source of third party
coverage for the hospital services they
receive less the sum of regular Med-
icaid FFS rate payments, Medicaid
managed care organization payments,
supplemental/enhanced Medicaid pay-
ments, uninsured revenues, and Sec-
tion 1011 payments for inpatient and
outpatient hospital services. This
should equal the sum of paragraphs
(©)(9),(c)(12), and (c)(13) subtracted from
the sum of paragraphs (c)(10) and (c)(14)
of this section.

(17) Disproportionate share hospital
payments. Indicate total annual pay-
ment adjustments made to the hospital
under Section 1923 of the Act.

(18) States must report DSH pay-
ments made to all hospitals under the
authority of the approved Medicaid
State plan. This includes both in-State
and out-of-State hospitals. For out-of-
State hospitals, States must report, at
a minimum, the information identified
in 8§447.299(c)(1) through (c)(6), (c)(8),
(c)(9) and (c)(17).

(d) Each State must maintain, in
readily reviewable form, supporting
documentation that provides a detailed
description of each DSH program, the
legal basis of each DSH program, and
the amount of DSH payments made to
each individual public and private pro-
vider or facility each quarter. This in-
formation must be made available to
Federal reviewers upon request.

(e) If a State fails to comply with the
reporting requirements contained in
this section, future grant awards will
be reduced by the amount of FFP CMS
estimates is attributable to the ex-
penditures made to the dispropor-
tionate share hospitals as to which the
State has not reported properly, until
such time as the State complies with
the reporting requirements. Deferrals
and/or disallowances of equivalent
amounts may also be imposed with re-

§447.304

spect to quarters for which the State
has failed to report properly. Unless
otherwise prohibited by law, FFP for
those expenditures will be released
when the State complies with all re-
porting requirements.

[46 FR 47971, Sept. 30, 1981, as amended at 73
FR 77950, Dec. 19, 2008; 74 FR 18657, Apr. 24,
2009]

Subpart F—Payment Methods for
Other Institutional and Non-
institutional Services

SOURCE: 43 FR 45253, Sept. 29, 1978, unless
otherwise noted. Redesignated at 46 FR 47973,
Sept. 30, 1981, and further redesignated at 58
FR 6095, Jan. 26, 1993.

§447.300 Basis and purpose.

In this subpart, §447.302 through
§447.325 and §447.361 implement section
1902(a)(30) of the Act, which requires
that payments be consistent with effi-
ciency, economy and quality of care.
Section 447.371 implements section
1902(a)(15) of the Act, which requires
that the State plan provide for pay-
ment for rural health clinic services in
accordance with regulations prescribed
by the Secretary.

[72 FR 39239, July 17, 2007]

§447.302 State plan requirements.

A State plan must provide that the
requirements of this subpart are met.

[46 FR 48560, Oct. 1, 1981]

§447.304 Adherence to upper limits;
FFP.

(a) The Medicaid agency must not
pay more than the upper limits de-
scribed in this subpart.

(b) In the case of payments made
under the plan for deductibles and co-
insurance payable on an assigned Medi-
care claim for noninstitutional serv-
ices, those payments may be made only
up to the reasonable charge under
Medicare.

(c) FFP is not available for a State’s
expenditures for services that are in
excess of the amounts allowable under
this subpart.

NOTE: The Secretary may waive any limi-
tation on reimbursement imposed by subpart
F of this part for experiments conducted
under section 402 of Pub. L. 90-428, Incentives
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for Economy Experimentation, as amended
by section 222(b) of Pub. L. 92-603, and under
section 222(a) of Pub. L. 92-603.

[46 FR 48560, Oct. 1, 1981; 46 FR 54744, Nov. 4,
1981, as amended at 66 FR 3176, Jan. 12, 2001]

OUTPATIENT HOSPITAL AND CLINIC
SERVICES

§447.321 Outpatient hospital and clin-
ic services: Application of upper
payment limits.

(a) Scope. This section applies to
rates set by the agency to pay for out-
patient services furnished by hospitals
and clinics within one of the following
categories:

(1) State government operated facili-
ties (that is, all facilities that are oper-
ated by the State) as defined at
§433.50(a) of this chapter.

(2) Non-State government operated
facilities (that is, all governmentally
operated facilities that are not oper-
ated by the State) as defined at
§433.50(a) of this chapter.

(3) Privately operated facilities that
is, all facilities that are not operated
by a unit of government as defined at
§433.50(a) of this chapter.

(b) General rules. (1) For privately op-
erated facilities, upper payment limit
refers to a reasonable estimate of the
amount that would be paid for the
services furnished by the group of fa-
cilities under Medicare payment prin-
ciples in subchapter B of this chapter.

(2) For State government operated
facilities and for non-State govern-
ment operated facilities, upper pay-
ment limit refers to the individual
health care provider’s Medicaid cost as
defined at §447.206.

(3) Except as provided in paragraph
(c) of this section, aggregate Medicaid
payments to the group of privately op-
erated facilities within one of the cat-
egories described in paragraph (a) of
this section may not exceed the upper
payment limit described in paragraph
(b)(2) of this section.

(4) Except as provided in paragraph
(c) of this section, Medicaid payments
to State government operated facilities
and non-State government operated fa-
cilities must not exceed the individual
health care provider’s Medicaid cost as
documented in accordance  with
§447.206.

42 CFR Ch. IV (10-1-10 Edition)

(c) Exceptions—(1) Indian Health Serv-
ices and tribal facilities. The limitation
in paragraph (b) of this section does
not apply to Indian Health Services fa-
cilities and tribal facilities that are
funded through the Indian Self-Deter-
mination and Education Assistance
Act (Pub. L. 93-638).

(2) Disproportionate share hospitals.
The limitation in paragraph (b) of this
section does not apply to payment ad-
justments made under section 1923 of
the Act that are made under a State
plan to hospitals found to serve a dis-
proportionate number of low-income
patients with special needs as provided
in section 1902(a)(13)(A)(iv) of the Act.
Disproportionate share hospital (DSH)
payments are subject to the following
limits:

(i) The aggregate DSH limit using
the Federal share of the DSH limit
under section 1923(f) of the Act.

(ii) The hospital-specific DSH limit
in section 1923(g) of the Act.

(iii) The aggregate DSH limit for in-
stitutions for mental disease (IMDs)
under section 1923(h) of the Act.

(3) The limitation in paragraph (b) of
this section does not apply to pay-
ments authorized by Sections 701(d)
and 705 of the Benefits Improvement
Protection Act of 2000 (BIPA).

(d) Compliance dates. Except as per-
mitted under paragraph (e) of this sec-
tion, a State must comply with the
upper payment limit described in para-
graph (b) of this section by one of the
following dates:

(1) For State government operated
and non-State government operated
hospitals—Medicaid State plan rate
year 2008.

(2) For State government operated
and non-State government operated
clinics—Medicaid State plan rate year
2009.

(3) For all other facilities—March 13,
2001.

(e) Transition periods—(1) Definitions.
For purposes of this paragraph, the fol-
lowing definitions apply:

(i) Transition period refers to the pe-
riod of time beginning March 13, 2001
through the end of one of the schedules
permitted under paragraph (e)(2)(ii) of
this section.

(if) UPL stands for the upper pay-
ment limit described in paragraph
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